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Fiscal Implications:  N/A. 1 

Department Testimony:  The Department of Health (DOH) takes no position on HB1609. 2 

However, to improve consistency and conformity, the department recommends repeal of 3 

amendments enacted by Act 175, Session Laws of Hawaii (SLH) 2015 (HB252 HD1 SD1 CD1 4 

Relating to Pharmacy Benefit Managers) that may complicate or conflict with HB1609 as 5 

currently drafted. 6 

Act 175 SLH 2015 established requirements for a pharmacy benefit manager (PBM) that 7 

reimburses a contracting pharmacy for a drug on a maximum allowable cost basis to have a 8 

clearly defined process for a contracting pharmacy to appeal the maximum allowable cost for a 9 

drug on a maximum allowable cost list. 10 

The amendments of Act 175 SLH 2015 are inconsistent with the purpose of part VI, chapter 328 11 

“Drug Prodcut Selection,” which is to assure that less expensive generically equivalent 12 

prescription pharmaceuticals are offered to the consumer.  DOH believes that the department has 13 

insufficient authority pursuant to part VI, chapter 328 to meaningfully enforce reimbursements 14 

on a maximum allowable cost basis between a PBM and a retail pharmacy.  Furthermore, since 15 

complaints and remedies are based on a single transaction, i.e. one appeal for one drug for one 16 

patient for one particular fill on one particular day, it is practically unenforceable.   17 

Thank you for the opportunity to testify. 18 



HB1609 
Page 2 of 6 

 
 
Offered Amendments:  1 

SECTION   .  Section 329-91, Hawaii Revised Statutes, is 2 

amended as follows: 3 

By repealing the definition of "maximum allowable cost": 4 

[""Maximum allowable cost" means the maximum amount that a 5 

pharmacy benefit manager shall reimburse a pharmacy for the cost 6 

of a drug."] 7 

By repealing the definition of "maximum allowable cost 8 

list": 9 

[""Maximum allowable cost list" means a list of drugs for 10 

which a maximum allowable cost has been established by a 11 

pharmacy benefit manager."] 12 

By repealing the definition of "obsolete": 13 

[""Obsolete" means a drug that may be listed in a national 14 

drug pricing compendia but cannot be dispensed based on the 15 

expiration date of the last lot manufactured."] 16 

SECTION   .  Section 328-106, Hawaii Revised Statutes, is 17 

repealed. 18 

"[[§328-106]  Pharmacy benefit manager; maximum allowable 19 

cost.  (a)  A pharmacy benefit manager that reimburses a 20 

contracting pharmacy for a drug on a maximum allowable cost 21 

basis shall comply with the requirements of this section. 22 
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(b)  The pharmacy benefit manager shall include the 1 

following in the contract information with a contracting 2 

pharmacy: 3 

(1)  Information identifying any national drug pricing 4 

compendia; or 5 

(2)  Other data sources for the maximum allowable cost 6 

list. 7 

(c)  The pharmacy benefit manager shall make available to a 8 

contracting pharmacy, upon request, the most up-to-date maximum 9 

allowable cost price or prices used by the pharmacy benefit 10 

manager for patients served by the pharmacy in a readily 11 

accessible, secure, and usable web-based or other comparable 12 

format. 13 

(d)  A drug shall not be included on a maximum allowable 14 

cost list or reimbursed on a maximum allowable cost basis unless 15 

all of the following apply: 16 

(1)  The drug is listed as "A" or "B" rated in the most 17 

recent version of the Orange Book or has a rating of 18 

"NR", "NA", or similar rating by a nationally 19 

recognized reference; 20 

(2)  The drug is generally available for purchase in this 21 

State from a national or regional wholesaler; and 22 
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(3)  The drug is not obsolete. 1 

(e)  The pharmacy benefit manager shall review and make 2 

necessary adjustments to the maximum allowable cost of each drug 3 

on a maximum allowable cost list at least once every seven days 4 

using the most recent data sources available, and shall apply 5 

the updated maximum allowable cost list beginning that same day 6 

to reimburse the contracted pharmacy until the pharmacy benefit 7 

manager next updates the maximum allowable cost list in 8 

accordance with this section. 9 

(f)  The pharmacy benefit manager shall have a clearly 10 

defined process for a contracting pharmacy to appeal the maximum 11 

allowable cost for a drug on a maximum allowable cost list that 12 

complies with all of the following: 13 

(1)  A contracting pharmacy may base its appeal on one or 14 

more of the following: 15 

(A)  The maximum allowable cost for a drug is below 16 

the cost at which the drug is available for 17 

purchase by similarly situated pharmacies in this 18 

State from a national or regional wholesaler; or 19 

(B)  The drug does not meet the requirements of 20 

subsection (d); 21 
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(2)  A contracting pharmacy shall be provided no less than 1 

fourteen business days following receipt of payment for a claim 2 

to file the appeal with the pharmacy benefit manager; 3 

(3)  The pharmacy benefit manager shall make a final 4 

determination on the contracting pharmacy's appeal no later than 5 

fourteen business days after the pharmacy benefit manager's 6 

receipt of the appeal; 7 

(4)  If the maximum allowable cost is upheld on appeal, the 8 

pharmacy benefit manager shall provide to the contracting 9 

pharmacy the reason therefor and the national drug code of an 10 

equivalent drug that may be purchased by a similarly situated 11 

pharmacy at a price that is equal to or less than the maximum 12 

allowable cost of the drug that is the subject of the appeal; 13 

and 14 

(5)  If the maximum allowable cost is not upheld on appeal, 15 

the pharmacy benefit manager shall adjust, for the appealing 16 

contracting pharmacy, the maximum allowable cost of the drug 17 

that is the subject of the appeal, within one calendar day of 18 

the date of the decision on the appeal and allow the contracting 19 

pharmacy to reverse and rebill the appealed claim. 20 

(g)  A contracting pharmacy shall not disclose to any third 21 

party the maximum allowable cost list and any related 22 
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information it receives, either directly from a pharmacy benefit 1 

manager or through a pharmacy services administrative 2 

organization or similar entity with which the pharmacy has a 3 

contract to provide administrative services for that pharmacy.]" 4 
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 Thank you for the opportunity to submit testimony on this bill, which 

would establish business practice and transparency requirements for pharmacy 

benefit managers.  The Office of Information Practices (OIP) takes no position on 

the substance of this bill, but seeks clarification of proposed section 431S-__, HRS, 

regarding transparency reporting, on bill pages 4 to 6. 

As written, this section (on bill pages 5 to 6) requires a licensed 

pharmacy benefit manager to annually report listed information to the Insurance 

Commissioner, who is required to publish the reports online “in a way that does not 

violate chapter 482B,” i.e., that does not disclose a trade secret as defined in that 

chapter.  (Later in the bill, “trade secret” is defined as having the same meaning as 

defined in section 482B-2, HRS.)  The “transparency report” section also allows a 

pharmacy benefit manager to designate information in the report as a  

trade secret; provided that disclosure may be ordered by a court of this 
State for good cause shown or made in a court filing. 
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It is not clear how a pharmacy benefit manager’s designation of 

information as a trade secret is intended to interact with chapter 92F, HRS, the 

Uniform Information Practices Act (Modified) (UIPA).  The provision as written 

does not actually say that any information so designated is confidential or is exempt 

from public disclosure under the UIPA.  Of course, if the designated information 

really is a trade secret as defined in section 482B-2 it can be withheld from 

disclosure under the UIPA’s exceptions for information made confidential by law 

(based on the confidentiality provided by chapter 482B, HRS) and for information 

whose disclosure would frustrate a legitimate government function.  If the 

information does not actually meet the definition of a trade secret, though, the mere 

fact that a pharmacy benefit manager designated it as such would not automatically 

require it to be withheld in response to a UIPA response – the Insurance 

Commissioner, as the agency maintaining the records, would instead need to assert 

that one or more of the UIPA’s exceptions to disclosure applied.   

The clause on bill page 6 allowing a court to order disclosure of 

information designated as a trade secret “for good cause shown” just adds to the 

confusion, because the UIPA already allows a person to challenge a denial of access 

to government records by appealing either to OIP or to court.  Given the UIPA’s pre-

existing mechanism to challenge a denial of access to information, it is not clear 

what additional purpose is served by specifying that a court can order disclosure – 

is this intended to allow a court challenge even when no record request has been 

made? Or to supersede the UIPA’s normal appeal process?  Or is it simply an 

additional and possibly superfluous way for a member of the public to challenge the 

“trade secret” designation? 

Finally, OIP notes that the definition of a “trade secret” in section 

482B-2, HRS, encompasses information with its own economic value, such as a 
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secret formula, recipe, or client list, and this definition seems generally inapplicable 

to the sort of information the bill is requiring be reported, which is financial or 

business information that would be more appropriately described as being 

confidential business information.  Confidential business information whose 

disclosure would frustrate a legitimate government function could be withheld from 

public disclosure under the UIPA.   

Assuming that the intent of this provision was to ensure that a 

pharmacy benefit manager would have the opportunity to flag reported business 

information it considered confidential to prevent it from being automatically posted 

online, while still allowing members of the public to challenge whether that 

information should truly be withheld, OIP recommends amending this bill to 

remove the references to trade secrets and instead refer to “confidential 

business information” that can be withheld under the UIPA’s frustration 

exception, and to provide that any person can appeal a denial of access to 

reported information as provided in the UIPA.  Specifically, OIP 

recommends (1) deleting the definition of “trade secret” on bill page 9 and 

(2) replacing proposed subsections 431S-__(c) and (d) on bill pages 5-6 with 

the following language: 

(c) A pharmacy benefit manager that provides information 
under this section may designate that material as confidential 
business information whose disclosure would frustrate a legitimate 
government function as provided in section 92F-13; provided that any 
person may appeal a denial of access to information so designated in 
the manner set forth in part II of chapter 92F. 

(d)  Within sixty calendar days of receipt, the commissioner shall 
publish the transparency report of each pharmacy benefit manager on 
the official website of the insurance division in a way that does not 
disclose information designated by a pharmacy benefit manager as 
confidential business information; provided that if a court or the office 
of information practices has determined that information is required to 
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be publicly disclosed, the commissioner shall include that information 
in the published transparency report. 

 
Thank you for considering OIP’s suggestions. 
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! (e)   A covered entity or pharmacy benefit 

manager shall b e prohibited from penalizing, 

requiring, or providing financial incentives, 

including variations in premiums, deductibles, 

copayments, or coinsurance, to covered persons as 

incentives to use a specific retail pharmacy, mail 

order pharmacy, or other network  pharmacy provider 

in which a pharmacy benefit manager has an 

ownership interest or that has an ownership 

interest or that has an ownership interest in a 

pharmacy benefit manager.  In addition, a pharmacy 

benefit manager shall not reimburse a 340B pharmacy  

differently than any other network pharmacy based 

on its status as a 340B pharmacy; provided that for 

purposes of this section, 340B pharmacy means a 

pharmacy that is authorized to purchase drugs at a 

discount under 42 U.S.C. 256b.   [New material is 

highlighted.]  
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! (c)  Notwithstanding section 480 - 11, or any 

other law to the contrary, in addition to any 

penalty authorized pursuant to this section, each 
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violation of this chapter  shall also be a violation 

of chapter 480 and subject to any penalty 

authorized thereunder.   [New material  is 

highlighted.]  
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 SECTION 8   (a)  No contract for managed care 

entered into pursuant to Part II of Chapter 346, 

Hawaii Revised Statutes, after December 31 , 2020, 

shall contain a provision that authorizes a 

pharmacy benefit manager to reimburse a contracting 

pharmacy on a max im um allow able cost basis in 

accordance with Section 328 - 106, Hawaii Revised 

Statutes, or Chapter 431S, Hawaii Revised Statutes.  

 (b)   Any provision of a contract for managed 

care authorized pursuant to Part II of Chapter 346, 

Hawaii Revised Statutes, to rei mburse a contracting 

pharmacy for a drug on a maximum allowable cost 

basis in accordance with Section 328 - 106, Hawaii 

Revised Statutes, or Chapter 431S, Hawaii Revised 

Statutes , that was in effect on or before December 

31, 2020, shall be null and void.   [New m aterial is 

highlighted.]  
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 SECTION  .  This Act shall take effect on 

January 1, 20 21; provi ded that SECTION 8 shall be 

repealed on December 31, 2026.   [New material is 

highlighted.]  
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Testimony in Support for HB 1609 

 

Dear Chair Mizuno, Vice Chair Kobayashi and Respected Members of the Committee, 

 

 My name is Derek Tengan and I am a pharmacist and a pharmacy owner of an 

independent pharmacy with four locations here on the island of Oahu.  I am writing to testify 

my support for HB 1609 relating to Pharmacy Benefit Mangers (PBMs).   

 Pharmacy Benefit Managers are the middlemen who determine how much a pharmacy 

is reimbursed for a drug.  What we ask for as independent pharmacies is transparency from 

these larger, billion dollar corporations who do business in the state of Hawaii. 

HB 1609 will help protect independent pharmacies statewide and furthermore continue 

to provide valuable personalized services to our communities.  Please protect our patients 

and communities who depend on our services by supporting HB 1609. 

 Thank you for the opportunity to submit testimony. 



Testimony in support of H.B. 1609  

 

Good morning Chair Mizuno, Vice Chair Kobayashi and Members of the Committee, 

 

 My name is Keri Oyadomari and I am a community pharmacist here in Honolulu.  I am 

testifying my support for HB 1609. 

 �3�K�D�U�P�D�F�\���%�H�Q�H�I�L�W���0�D�Q�D�J�H�U�V���F�X�U�U�H�Q�W�O�\���D�I�I�H�F�W���H�Y�H�U�\���D�V�S�H�F�W���R�I���D���S�K�D�U�P�D�F�\�¶�V���E�X�V�L�Q�H�V�V��

operations.  They work with both pharmacies and insurance providers in determining 

reimbursements for drugs that are dispensed.  Many times, pharmacies are reimbursed below 

the cost of the drug.  The pharmacy may appeal, but most of the time it is denied or ignored.  

This type of financial strain on pharmacies makes it very difficult to continue to provide free 

services to the community and in turn impacts access to care in the state of Hawaii.  This bill 

will improve access to consumers, as well as allow retail pharmacies to better care for their 

patients. 

 

Thank you for the opportunity to testify. 

 
 



Testimony in Support for HB 1609  

 

Dear Chair Mizuno, Vice Chair Kobayashi and Respected Members of the Committee, 

 

 My name is Joo Kim and I am a Business Director and active member of the 

community here in Honolulu.  I am testifying my support for HB 1609.  Pharmacy Benefit 

�0�D�Q�D�J�H�U�V���F�X�U�U�H�Q�W�O�\���D�I�I�H�F�W���H�Y�H�U�\���D�V�S�H�F�W���R�I���D���S�K�D�U�P�D�F�\�¶�V���E�X�V�L�Q�H�V�V���R�S�H�U�D�W�L�R�Q�V�������7�K�H�\���Z�R�U�N���Z�L�W�K��

both pharmacies and insurance providers in determining reimbursements for drugs that are 

dispensed.  HB1609 will provide transparency for these huge billion dollar corporations that 

operate in our state. 

 

 I believe HB1609 will promote better transparency of prescription drug pricing for 

patients, healthcare providers, and all pharmacies statewide. 

 

Thank you for the opportunity to submit testimony. 

 

Sincerely, 

Joo Kim 
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Ashok Kota Individual Support No 
 
 
Comments:  

I strongly support this bill. A transparent Healthcare system is key to evaluate and 
control costs and will definitely benefit the state and taxpayers while protecting 
consumers. A transparent system provides a fair playing field for local businesses to 
compete with larger companies and will benefit the Hawaii state residents access to 
Healthcare. 

 



 

�x  AlohaCare �x HMAA �x HMSA �x HWMG �x Kaiser Permanente �x MDX Hawaii �x �µ�2�K�D�Q�D���+�H�D�O�W�K���3�O�D�Q���x UHA �x UnitedHealthcare �x 
HAHP c/o Jennifer Diesman, HMSA, 818 Keeaumoku Street, Honolulu 96814 

www.hahp.org 
 

 
 

January 26, 2020 
 
The Honorable John Mizuno, Chair 
The Honorable Bertrand Kobayashi, Vice Chair 
House Committee on Health 
 
House Bill 1609 �± Relating to Pharmacy Benefit Managers 
 
Dear Chair Mizuno, Vice Chair Kobayashi, and Members of the Committee: 
 
The Hawaii Association of Health Plans (HAHP) appreciates the opportunity to testify in 
opposition to HB 1609. 

 
Pharmacy Benefit Managers help health plans to control drug costs. We believe that this bill will 
create more administrative burden and increase costs for Pharmacy Benefit Managers and health 
plans, which in turn will affect premiums for consumers. As this bill will increase costs to our 
members, we ask that it be deferred.     
 
Should this bill move forward, we respectfully request amendments be made to §431S- 
Transparency report (c) which prevents unauthorized disclosure of any Pharmacy Benefit 
Manager �³�W�U�D�G�H���V�H�F�U�H�W�V���´�����:e believe that �W�K�H���³�W�U�D�G�H���V�H�F�U�H�W�´���S�U�R�W�H�F�W�L�R�Q�V���E�H���E�U�R�D�G�H�Q�H�G���W�R���L�Q�F�O�X�G�H��
�D�Q�\���³�F�R�Q�I�L�G�H�Q�W�L�D�O���R�U���S�U�R�S�U�L�H�W�D�U�\���L�Q�I�R�U�P�D�W�L�R�Q�´���D�Q�G���W�K�D�W�����W�R���W�K�H���H�[�W�H�Q�W���W�K�H���L�Q�I�R�U�P�D�W�L�R�Q��a PBM must 
disclose belongs to a third party, that the third party be afforded an opportunity to object to the 
disclosure and show cause to the Insurance Commissioner as to why it should not be published. 

 
Thank you for allowing us to testify expressing concerns on HB 1609.   
 
Sincerely, 
 
HAHP Public Policy Committee 
 
 
cc: HAHP Board Members 



 
 

January 26, 2020 
 
The Honorable John M. Mizuno, Chair 
The Honorable Bertrand Kobayashi, Vice Chair 
House Committee on Health 
 
Re: HB 1609 �± Relating to Pharmacy Benefit Managers 
 
Dear Chair Mizuno, Vice Chair Kobayashi, and Members of the Committee: 
 
The Hawaii Medical Service Association (HMSA) appreciates the opportunity to testify expressing our 
serious concerns on HB 1609, which establishes business practice and transparency reporting 
requirements for pharmacy benefit managers. It also replaces the registration requirement for pharmacy 
benefit managers with a licensing requirement and increases penalties for violations of the pharmacy 
benefit managers law. 
 
HMSA utilizes a Pharmacy Benefit Manager (PBM) to manage our drug benefit plans, which helps us 
and our members to control escalating drug costs.  We believe this bill increases administrative burden 
and costs for our PBM, which will lead to increased costs for our members.   
 
We also �E�H�O�L�H�Y�H���W�K�D�W���W�K�H���³�W�U�D�G�H���V�H�F�U�H�W�´���S�U�R�W�H�F�W�L�R�Q�V should be strengthened in this bill to protect any 
confidential or proprietary information and that, to the extent the information a PBM must disclose 
belongs to a third party, that the third party be afforded an opportunity to object to the disclosure and 
show cause to the Insurance Commissioner as to why it should not be published. 
 
Thank you for the opportunity to testify on this measure.  Your consideration of our concerns is 
appreciated. 
 
 
Sincerely, 
 

 
Pono Chong 
Vice President, Government Relations 
 



HB-1609 
Submitted on: 1/27/2020 11:15:40 PM 
Testimony for HLT on 1/28/2020 8:35:00 AM 

Submitted By  Organization  Testifier 
Position  

Present at 
Hearing  

Elie Kato 5 Minute Pharmacy Support Yes 
 
 
Comments:  

Rep. John Mizuno, Chair 

Rep. Bertrand Kobayashi, Vice Chair 

House of Representatives Committee on Health 

  

Elie Kato 

5 Minute Pharmacy 

916 Gulick Ave. Suite A 

Honolulu, HI 96819 

Tuesday 1/28/2020 

Support for HB1609 

5 Minute Pharmacy is an independent pharmacy operating on Oahu. As an independent 
pharmacy we support these bills because they will increase transparency into drug 
pricing and provide an avenue for bending the medical cost curve downward instead of 
its current trajectory which is unsustainable. 

Working at a pharmacy we see the patients, we know many of them by name and want 
to help them but because of the practices of PBM's our hands are tied. Measures in this 
bill such as not allowing patients to pay co-pays that are more than the cost of the drug 
can provide financial relief to Hawaii's residents. 

For too long independent pharmacies have been subject to the mercurial pricing and 
regulations of the PBM's. HB1609 and its effort to increase transparency to PBM 
practices such as disclosing rebates can help affect costs by preventing PBM's from 
promoting medications based on the rebates the PBM gets from the manufacture. 



Especially when there are other, sometimes better alternative medications that are more 
cost effective to the patient. 

By approving HB1609 Hawaii would be joining one of many states that see the need to 
improve transparency with PBM's because it improves the lives of patients. We are 
aware that Hawaii's population is aging and with increased age comes need for more 
medical attention and medications. This bill will increase transparency in the drug 
pricing market and will help decrease the costs of medications to Hawaii's residents. 
Please support the passage of HB1609. 

Thank you. 

  

 



Times Pharmacy Strongly Supports HB1609 

Aloha Chair Mizuno, Vice Chair Kobayashi and Respected Members of the Committee, 

A number of local independent pharmacies have been forced to close their doors or sell 
to large mainland corporations.  The few local independent pharmacies that remain are 
struggling to survive due to predatory practices employed by pharmacy benefit managers 
(PBMs).  Pharmacies are being reimbursed below the cost of acquiring certain 
medications, sometimes losing up to hundreds of dollars per prescription.  PBMs 
determine how much a pharmacy is reimbursed through a very opaque and confusing 
system and are not willing to justify or adjust their reimbursement rates when questioned.  
Meeting with PBMs has not done anything to solve this problem and yet local independent 
pharmacies continue to do everything they can to provide the best care for patients in 
their communities including dispensing medications at a loss.   
 
If the current pharmacy reimbursement model remains the same and PBMs are not 
regulated or held accountable, it will only be a matter of time until all local independent 
pharmacie�V���D�U�H���I�R�U�F�H�G���W�R���F�O�R�V�H���R�U���V�H�O�O�������/�R�F�D�O���S�K�D�U�P�D�F�L�H�V���D�U�H���Q�R�W���W�K�H���R�Q�O�\���Y�L�F�W�L�P�V�����3�%�0�¶�V��
also contract with health plans, employers, and government entities to manage their 
prescription drug coverage.  Nationally a number a states have found that PBMs have 
been overcharging health plans and underpaying pharmacies and keeping the difference 
�D�O�V�R���N�Q�R�Z�Q���D�V���³�V�S�U�H�D�G���S�U�L�F�L�Q�J���´�����7�K�H�\���K�D�Y�H���D�O�V�R���E�H�H�Q���I�R�X�Q�G���W�R��keep manufacturer rebates 
instead of passing the savings onto consumers.  PBMs could potentially be making 
hundreds of millions of dollars a year �D�W���+�D�Z�D�L�L�¶�V���H�[�S�H�Q�V�H�� 
 
I humbly request that as legislatures you consider the larger picture and how this affects 
our state as a whole.  PBMs are profiting from local plans, pharmacies, and consumers, 
where does that revenue go?  Does it stay in Hawaii?  Do PBMs help our local economy? 
Or communities? Or residents?  Now think about local independent pharmacies that have 
been here for generations.  Do they help our local economy?  Our communities?  Our 
residents?   
 
Times Pharmacy strongly supports HB1609 because this bill will bring much needed 
transparency and accountability to PBMs in the State of Hawaii.  Thank you for the 
opportunity to provide testimony. 
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NORA FINBERG FOODLAND 
PHARMACY 

Support No 

 
 
Comments:  

To our honorable committee on Health members for the state of Hawaii, 

I have been practicing as a pharmacist in the state of Hawaii for 30 years in retail and 
for the past 18 years with Foodland Pharmacy in Pukalani, Hawaii.  I have seen the 
change that has occurred in my profession over these years and one of them has been 
the seemingly unlegislated actions of the PBMs in our state.  The HB 1609 bill, if 
passed,  will allow the PBM's that operate in our state to be under better 
supervision.  This is a move forward in allowing pharmacists and other providers to give 
the care needed for the people of Hawaii.  I give my support for this measure as a 
pharmacist and a citizen of this fine state. 

Thank you for your consideration in this matter, 

Juliana Massenburg, RPh 
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